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Dear Commissioner Morales:

Below, please find supplemental responses to questions asked by the Office of the
Attorney General in Appendix C of your letter dated February 12, 2010.

Question 1. Please explain and submit a summary table showing your internal
costs and cost trends from 2004 to 2008 broken out to show categories of
aggregate direct costs (e.g., labor costs for all cost centers) and categories of
indirect costs including, but not limited to, debt service, depreciation, advertising,
bad debt, stop-loss insurance, malpractice insurance, health safety net,
development/fundraising, administration, research, academic costs. Please
explain and submit supporting documents to show the methodologies you use to
allocate the categories of indirect costs to cost centers (operating units).

Beth Israel Deaconess Medical Center (BIDMC) is supplementing its previous
testimony through the addition of the attached two schedules:

e The first schedule summarizes BIDMC’s schedule IX to the DHCFP 403 report
for the 2004 - 2008 period. Certain amounts, as noted, have been reallocated to
increase the consistency of reporting methodology over the five-year period

e The second schedule includes specific areas of indirect cost listed in the

supplemental request that are not scparately identified in the first schedule.
Beth Israel Deaconess Medical Center
Supplemental Information on Indirect Expenses
(in thousands)
| 2004 2005 2006 2007 2008

Debt Service 22,018 28,953 30,277 30,646 40,283
Advertising* 722 1,309 1,574 556 1,339
Stop Loss Insurance 824 none none none  none
Development 1,962 2,983 4,488 5,138 7,291

*BIDMC’s advertising expense includes participation in community events, yellow
pages listings, and semi-annual Physician Guide.
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Question 3. Please explain and submit a summary table showing your annual
operating margins (positive or negative) from 2004 to 2008 for your entire
commercial, government, and all other business (and please identify the carriers
or programs included in each of these three aggregate margins). Please explain
and submit supporting documents to show the mechanics of how you calculate
your margin from your accounting system and identify whether you exclude any
direct costs or indirect costs, or include any grants, donations, or non-patient
revenue, in calculating your margins.

Beth Israel Deaconess Medical Center’s original testimony included the table
described in the supplemental request and we have no information to add at this
time.

Question 6. Please explain and submit supporting documents that show your
internal costs, including any stop-loss coverage, for any risk you currently bear
related to your contracts with commercial insurers. Please include any analysis
you have conducted on how much your costs and risk-capital needs would
change based on increases or decreases in risk you bear in relation to your
business with commercial insurers.

The following information is provided to supplement original testimony on the
nature of risk and pay for performance programs over the 2004 - 2008 period.

2004 2005 2006 2007 2008

Revenue in risk contracts or
pay-for-performance
$27.6M $23M §$10.2M $14.2M §$18.2M

Reinsurance and risk
management costs $2.1M  none none none none

2004 was the final year of BIDMC's participation in capitated risk contracts with
commercial payors. Since 2005, the revenue at risk is related to pay-for-
performance requirements in various commercial contracts. The amount at risk for
performance has increased steadily over the 2005-2008 period, and now represents
approximately 2% of total patient revenue and more than 4% of commercial patient
revenue. The Medical Center has increased its staffing in areas such as its quality
and patient safety office to measure, monitor, and report the various metrics used to
determine pay for performance.



Again, thank you for the opportunity to provide this information and participate in
the Cost Driver Hearings. We appreciate the ongoing efforts of your office and the
Office of the Attorney General.

Very truly yours,

,,////wf

Paul F. Levy
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